AROI REPORT TO SHAREHOLDERS 


ROTHMANS OF PALL MALL CANADA LIMITED ROTHMANS OF PALL MALL CANADA LIMITED 


FOR THE SIX MONTHS ENDED 
DECEMBER 31, 1974 


ROTHMANS OF PALL MALL CANA DASTIMTIEED 


AND SUBSIDIARY COMPANIES 


Consolidated Statement of Earnings 
(Unaudited) 
(in thousands of dollars) 


Six Months Ended December 31 


Tobacco Brewing Total 
1974 1973 1974 1973 1974 1973 
Income: 
Sales Bal A Aare te eae Gas Aone $174,004 $157,901 $239,374 $220,812 $413,378 $378,713 
Excise and'sales taxes. ...........-- 997179 Ale 02> 77,713 77,551 176,888 171,176 
74,829 64,276 161,661 143,261 236,490 207,537 
Investment and other income....... = = 1,517 2AS4 1,517 2,134 
Foreton exchanvelossyite. ee _ aa (184) (2,306) (184) (2,306) 
74,829 64,276 162,994 143,089 237,823 207,365 
COSTS Ate eae en ete eRe eed ar ae 59,796 52,190 163,471 143,388 223,267 195,578 
15,033 12,086 (477) (299) 14,556 11,787 
Incometaxcsne ee ee. acre 6,630 D257 1,859 1,095 8,489 6,952 
8,403 6,829 (2,336) (1,394) 6,067 «5,435 
Minonityinterestal- ieee ede a: — — 567 78 567 78 
Earnings before extraordinary 
tars he ee cree 8,403 | 6,829 (1,769) (1,316) 6,634 5,513 
Extraordinary items, less minority 
Interest sewers Loe Ate vc a oe — — — 376 — 376 
Earnings foRthe petioc ernie wae: $ 8,403 $ 6,829 $ (1,769) $ (940) $ 6,634 $ 5,889 
Earnings per Common share (Note) 
Betorcextraorcinaty itetis wn ate Set 21 ech et OS 
Afterextraorainary iteiisun isa Cael 21 yet 


NOTE: 

During the six months ended December 31, 1974, a total of 2,953,988 Second and Third Preferred shares were converted into 
2,953,948 Common shares. The 1974 earnings per Common share figures have been calculated using the weighted average 
number of shares outstanding during the period after giving effect to these conversions as at the termination date (September 17, 
1974) of their Preferred dividend obligation. 


If the above shares had been converted as at July 1, 1974, earnings per Common share for the six months would have been $1.06 
(1973—$0.89). 


Assuming exercise of the outstanding warrants and conversion of all Second and Third Preferred shares as at July 1, 1974, earnings 
per Common share on a fully diluted basis would have been $0.98. 


ROTHMANS OF PALL MALL CANADA LIMITED 


AND SUBSIDIARY COMPANIES 


Consolidated Statement of Changes in Financial Position 


(Unaudited) 


(in thousands of dollars) 


Working capital was increased by: 


Ieaeniaes etre extraordinary ites... :5:. i+»... Peedsy Coa ees estes news 


SCARE N IL st tea Qi ake Na Wes ho isa, Kv os oy fs ed OBE RO ee PoE 


Minority interest in earnings before extraordinary items 


Other items not requiring working capital 


0.0 0 0 6 Ma ere ee 6 2 Wie Bs bee ss He ee 8 ee 


Pie SCOTS NEEAMONS sy 49 Avie gu. x iis: ae Oe es bak doh dee 


Proceeds on disposal of property, plant and equipment 


ee Pe Met eiGtS wITICG OLUET- ASSETS > ss xs c'vn So wb eee ead hacesseaee sateen 


Proceeds Si gisposal of Atlanta brewery... <. ..~.mmenew sy venses dx sey ose sos 


Working capital was decreased by: 


Pramerme, pint anu equipment additions... +. +. . Baieaswesvawveny +> ey Cans 


Se emeTsenn Or LOD TEC SUE. piF2 9 ain bin ain sine sf oR Reem ERGY bo Kehoe 


Dera On Preterted, SHATES 6s 4 <b. ke vad diss 0 0.0 WORD €R9 eed dus clawabahwas 


Dee apes ots ( coMmttion Snares. ).<. s 4xss~ sls ow.» < Mee ae oe pe wee owe we 


Dividends paid by subsidiary companies to minority shareholders........... 


Poarchate of First Preferred ’shares. «.. oso... ccs. Gee bb ded s vo aceseuncseucs 


Og fe Ee Oe: | ON ees ean an ee 


Increase in working capital. 0.0.0... eee eee e ee hewmen eens eceernre reeves 


Working capital at beginning OF Period... + s,<ie4'« Melee ebeed yey aI Rm n'n'e 0 5 a 


Working capital at end of PECIOd xo, us winds v + - SME ay Sav erinen aa Kee Me e 


Six Months Ended 
December 31 


1974 


1973 
$ 6,634 $ 5,513 
6,784 6,504 
(567) (78) 
1,117 163 
13,968 12,102 
711 771 
a 4,211 
_ 14,679 _ 17,084 
8,225 6,819 
799 3,104 
2,787 3,775 
770 401 
1,152 1,183 
6 463 
79 136 
13,818 15,881 
861 1,203 
61,489 67,240 
$ 62,350  $ 68,443 


To Our Shareholders: 


During the six months ended December 31, 
1974, record sales revenue and earnings were 
again achieved in tobacco operations but fur- 
ther operating losses were incurred by Carling 
O’Keefe Limited. Excluding extraordinary 
items, consolidated earnings were $6,634,000 
compared to $5,513,000 in 1973. After pro- 
viding for Preferred share dividends, earnings 
per Common share were $1.21 (on a weighted 
average of 3,289,657 Common shares out- 
standing) compared to $1.08 in 1973 (on 
1,603,980 shares). 


Including extraordinary items, consoli- 
dated earnings increased to $6,634,000 from 
$5,889,000 last year. However, because of the 
significantly larger number of Common shares 
outstanding in 1974, earnings per Common 
share including extraordinary items decreased 


to $1.21 from $1.32 in 1973. 


Consolidated sales for the six months were 
$413,378,000 compared to $378,713,000 in 
1973, an increase of 9.2 percent. Tobacco sales 
increased by $16,103,000 and Carling O'Keefe 
Limited sales increased by $18,562,000. 


The Company has filed a prospectus for the 
issue of $20 million 11% Sinking Fund Deben- 
tures, Series B, to be dated February 20, 1975. 
The estimated net proceeds of $19,510,000 will 
be used by the Company to reduce bank in- 
debtedness and unsecured notes payable 
incurred principally to finance inventories and 
accounts receivable. 


TOBACCO OPERATIONS: 

Earnings after income taxes were $8,403,000 
compared to $6,829,000 last year, an increase 
of 23.0 percent. Earnings before income taxes 
improved by 24.4 percent. 


Sales revenue for the six months was 
$174,004,000, an increase of 10.2 percent from 
1973. The increase was primarily attributable 
to higher unit cigarette sales and price increases 
effected during 1974. Selling prices were raised 
April 1 and September 30 to cover increases in 


manufacturers’ costs. The recent federal budget 


imposed additional excise duty and sales tax on 
all tobacco products and these changes were 
passed on to our customers on December 2. 


The Company’s unit cigarette sales grew by 
365 million or 4.4 percent during the six 
months ended December 31, 1974 (8,598 
million compared to 8,233 million in 1973). 
Industry cigarette sales during the same period 
increased to 30,959 million from 29,728 million 
last year, or 4.1 percent. Sales and market 
shares in the cigarette industry have shown 
wide fluctuations during the period due to the 
various selling price adjustments. 


BREWING OPERATIONS: 

Carling O’Keefe Limited, like other companies 
in the brewing industry, continued to be 
adversely affected by spiralling costs, particu- 
larly of agricultural raw materials. Price ad- 
justments received to date have been in- 
sufficient to offset these cost increases. 


Excluding extraordinary items, Carling 
O'Keefe incurred a loss of 16.2 cents per 
common share for the six months ended 
December 31, 1974, compared to a loss of 12.1 
cents in 1973. Sales revenue of $239,374,000 
was up by 8.4 percent from last year, primarily 
as a result of selling price increases obtained 
during 1974. Beer sales volume in Canada and 
Ireland was virtually unchanged from last year, 
but sales volume in the United States continued 


to decline. 


Including extraordinary items, the Carling 
O’Keefe Limited loss of 16.2 cents in 1974 
compared to a loss of 8.6 cents in 1973. An 
extraordinary gain of $750,000 (3.5 cents) was 
recorded in 1973 on the sale of the Atlanta, 
Georgia brewery. 

A copy of the Carling O’Keefe report to 
shareholders for the period ended December 
31, 1974 is enclosed for your information. 


MawSuls 


Chairman of the Board 


February 17, 1975 


